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OATH OR AFFIRMATION

L, Thomas Kim , swear {or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
UNXLLC , as

of September 30 , 2010 , are true and correct. ] further swear (ar affirm) that

neither the company nor any partner, proprictor, principal officer or director has any proprietary intercst in any account
classified solely as that of a customer, except as foliows:

()
7

\Bignature

TAMIE JAMES
Commission # 1895277
Notary Public - California
o Los Anoem County

Chief Executive Officer
M Title

This report ** contains (check all applicable boxes):

{a) Facing Page.

(b) Statement of Financial Condition.

{c) Statement of Income (Loss).

{d) Statement of Changes in Financial Condition.

{e) Statement of Changes in Stockholders' Equity or Partners’ or Sole Proprietors’ Capital.

O (f) Statement of Changes in Liabilitics Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

O (n Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3,

O (i) information Relating to the Posscssion or Control Requirements Under Rule 15¢3-3.

[J () A Reconciliation; including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

B (1) An Oath or Affirmation.

{m) A copy of the SIPC Supplemental Report.

[0 (n) Areport describing any material inadequacies found 1o exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of tertain portions of this filing, see section 240.17a-5(e)(3).
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MARCUM

STONEFIELD

ACCOUNTANTS a ADVISORS

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Member of
UNXLLC

We have audited the accompanying statement of financial condition of UNX LLC (the
“Company”) as of September 30, 2010, which you are filing pursuant to Rule 17a-5 under the
Securities Exchange Act of 1934. This financial statement is the responsibility of the Company’s
management. Our responsibility is to express an opinion on this financial statement based on our
audit. :

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the statement of financial condition is free of material
misstatement. An audit includes consideration of internal control over financial reporting as a
basis for designing audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion of the effectiveness of the Company’s internal control over
financial reporting. Accordingly, we express no such opinion. An audit also includes examining,
on a test basis, evidence supporting the amounts and disclosures in the statement of financial
- condition, assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

In our opinion, the financial statement referred to above presents fairly, in all material respects,

the financial position of UNX LLC as of September 30, 2010, in conformity with accounting
principles generally accepted in the United States of America.

Woreun LLP
Los Angeles, California
November 24, 2010

MARCUMGROUP

MEMBER
MarcumStonefield a Division of Marcum e = marcumilp.com
2049 Century Park East = Suite 400 = Los Angeles, CA 90067 = Phone 310.453.9400 = Fax 310.453.1187



" UNXLLC
Statement of Financial Condition
September 30, 2010

Assets

Cash and cash equivalents
Accounts receivable:

Clearing broker, including $1,000,000 deposit held by related party

Broker-dealers
Other
Prepaid expenses and other assets

Furniture, equipment and leasehold improvements, net of accumulated

deprecation and amortization

Total assets
Liabilities and Member's Equity
Liabilities:
Commissions and rebates payable
Accrued expenses and other liabilities
Accounts payable
Total liabilities
Commitments and contingencies (Note 4)
Member's Equity:
Common interest
Accumulated deficit

Total member's equity

Total liabilities and member's equity

The accompanying notes are an integral part of this financial statement.

3,801,985

1,162,215
417,754
169,944
479,562

922,564

6,954,024

687,114
1,217,046
253,534

2,157,694

62,656,287
(57,859,957)

4,796,330

$

6,954,024




* UNXLLC
Notes to Statement of Financial Condition
As of September 30,2010
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Organization and Principal Business Activity:

UNX LLC (the “Company”) was incorporated in 2000 and is a wholly owned subsidiary of
The UNX Companies LLC. The Company is a broker-dealer registered with the Securities
and Exchange Commission (the “SEC”) and is a member of the Financial Industry Regulatory
Authority (“FINRA”).

The Company’s electronic trading platform, known as Catalyst®, offers institutional clients
and broker-dealers brokerage execution services in U.S. and international equities. In
addition, Catalyst® serves as a portal that connects institutional clients to a diverse set of
services from exchanges, independent venders and broker-dealers. It also provides
institutional clients with order routing access to the UNX network of counterparty broker-
dealers to simultaneously execute orders through the Company or route to another broker-
dealer.

The Company clears its securities transactions on a fully disclosed basis with a clearing
broker (see Note 9, Related Parties) and accordingly is exempt from SEC Rule 15¢3-3 under

paragraphs (k)(2)(i) and (K)(2)(ii).

Prior to October 23, 2009, UNX LLC was known as UNX, Inc. The Company changed its
structure from a corporation to a LLC and through a tax free exchange, the assets and
liabilities of UNX, Inc. were transferred to UNX LLC.

Summary of Significant Accounting Policies:
Basis of Presentation and Continuing Operations

The accompanying financial statements have been prepared in conformity with
accounting principles generally accepted in the United States of America (U.S.
GAAP).

The accompanying financial statements have been prepared assuming the Company
will continue as a going concern. The Company incurred significant losses from its
operations and sustained significant negative cash flows from operations. The
Company also received capital contributions from its Parent to fund operations. In
view of these losses, continuation of operations is dependent upon the Company’s
ability to generate sufficient sales volume through existing and new product offerings
to new and existing clients to cover its operating expenses. The Company’s plans also
include receiving additional capital from its Parent, generating additional revenues and
implementing cost cutting measures, should the need arise. In November 2010, the
Company implemented a substantial cost reduction program that included the
termination of certain employees and consultant arrangements in an effort to reduce its
operating expenses. The Company will consider further cost reductions, as business
conditions require.



- UNXLLC

Notes to Statement of Financial Condition
As of September 30, 2010

2) Summary of Significant Accounting Policies (Continued):

Basis of Presentation and Continuing Operations (Continued)

Management believes that the Company has adequate resources to sustain operations
for at least the next twelve months. However, there can be no assurance that the
Company will be able to fully execute the plans described above. The accompanying
financial statements do not include any adjustments that might result from the
outcome of this uncertainty.

Cash and Cash Equivalents

Cash and cash equivalents include cash maintained at U.S. banks which are payable on
demand. The Company considers all highly liquid investments purchased with original
maturities of three months or less that are not required to be segregated under federal
or other regulations to be cash equivalents. The Company maintains its cash in bank
deposit accounts which, at times, may exceed federally insured limits. The Company
has not experienced any losses in such accounts.

Fair Value of Financial Instruments

GAAP defines fair value, establishes a framework for measuring fair value and
establishes disclosures about fair value measurements. Assets and liabilities recorded
at fair value in the Statement of Financial Condition are categorized based upon the
level of judgment associated with the inputs used to measure their fair value. Level
inputs, are as follows:

Level I Inputs are unadjusted, quoted prices for identical assets or liabilities in active
markets at the measurement date.

Level II Inputs, other than quoted prices included in Level I, that are observable for
the asset or liability through corroboration with market data at the measurement date.

Level III Unobservable inputs that reflect management’s best estimate of what market
participants would use in pricing the asset or liability at the measurement date.

Substantially all of the Company’s financial instruments are carried at fair value or
amounts approximating fair value. Cash and cash equivalents and receivables are
carried at costs that approximate fair value due to their short period to maturity.

Accounts Receivable from Clearing Broker

At September 30, 2010, the Company has a required clearing deposit of $1,000,000 at
a related party broker-dealer which is included in accounts receivable — clearing
broker.
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Notes to Statement of Financial Condition
As of September 30, 2010

@

&)

Summary of Significant Accounting Policies (Continued):
Allowance for Doubtful Accounts

The Company continually monitors the collection of its receivables. The allowance
for doubtful accounts is based on historical collection experience. As of September 30,
2010, the Company deemed all of its receivables as collectable and did not have
allowance for doubtful accounts.

Furniture, Equipment and Leasehold Improvements

Furniture and equipment are recorded at cost and depreciated over their estimated
useful lives using the straight-line method. Estimated useful lives range from three to
seven years. Leasehold improvements are amortized over the lesser of the economic
useful life of the improvement or the term of the lease.

Income Taxes

The Company accounts for income taxes in accordance with FASB ASC 740, Income
Taxes, which requires the recognition of deferred tax assets and liabilities at tax rates
expected to be in effect when the balances reverse. The effect on deferred tax assets
and liabilities of a change in tax rates is recognized in income in the period that
includes the enactment date. A valuation allowance is recognized against deferred tax
assets net of the amounts expected to be realized in future years.

Use of Estimates
The preparation of statement of financial condition in conformity with U.S. generally
accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements. Actual results
could differ from those estimates.

Furniture, Equipment and Leasehold Improvements:

Furniture, equipment and leasehold improvements, net, are comprised of the following:

Computer hardware and related software § 4,313,241
Leasehold improvements 1,065,239
Furniture and fixtures 323,176
Office equipment 38,147
Accumulated depreciation and amortization (4,817.239)
$ 922,564

During the year ended September 30, 2010, the Company entered into an office leasing
agreement that provides for reimbursement of $197,800 of leasehold improvements.
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Furniture, Equipment and Leasehold Improvements (Continued):

Accordingly, the Company has established a deferred rent liability and amortizes the
reimbursement of leasehold improvements over the term of the lease.

Commitments and Contingencies:

Leases

The Company leases office space under non-cancelable operating leases. The Company has
the following operating lease commitments:

Minimum
Rentals
Year Ending September 30,

2011 $ 724,619
2012 735,640
2013 746,748
2014 802,034
2015 378,296
2016 and thereafter 278.589

$§ 3665926

Employment Contact

The Company, through its Parent, has an employment contract with one of its officers that has
a term ending on December 31, 2011. The contract provides for compensation and a bonus
guarantee and compensation if terminated without cause.

Litigation

The Company is not aware of any litigation arising from the normal course of business.
When it is both probable that a liability has been incurred and the amount can be reasonably
estimated, management accrues for such liability.

Off-Balance-Sheet Risk:

Pursuant to a clearance agreement, the Company introduces all of its securities transactions to a
related party clearing broker on a fully disclosed basis. All of the customers' money balances
and long and short security positions are carried on the books of the clearing broker. In
accordance with the clearance agreement, the Company has agreed to indemnify the clearing
broker for losses, if any, which the clearing broker may sustain from carrying securities
transactions introduced by the Company. In accordance with industry practice and regulatory
requirements, the Company and the clearing broker monitor collateral on the customer accounts
to mitigate the risk of any such potential loss.
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Income Taxes:

At September 30, 2010, the Company had net deferred tax assets of $14,673,662. The Company
has established a fully offsetting valuation allowance until it is more likely than not that the
deferred tax assets will be realized. The deferred tax assets primarily result from $35,039,135 of
net operating loss carryforwards. The Federal net operating loss carryforward begins to expire
in 2020, while the state net operating loss carryforwards begin to expire in 2010. The
Company’s net operating loss deduction may be subject to annual limitation if there is a 50% or
greater change in the Company’s ownership during a rolling three-year period. The valuation
allowance increased $3,442,539 in the year ended September 30, 2010.

Effective October 1, 2009, the Company adopted the provisions of Accounting for Uncertainty
in Income Taxes. The cumulative effect, if any, of applying this standard are recorded as an
adjustment to retained earnings as of October 1, 2009. This standard prescribes a recognition
threshold that a tax position is required to meet before being recognized in the financial
statements and provides guidance on recognition, measurement, classification, interest and
penalties, accounting in interim periods, disclosure and transition issues. Only tax positions
meeting the more-likely-than-not recognition threshold may be recognized or continue to be
recognized. The adoption of this standard did not have a material impact on the Company’s
results of operations or financial condition.

The Company classifies interest and penalties related to uncertain tax positions as a component
of interest and other expense, respectively. To date, the Company has recorded no interest and
penalties related to uncertain tax positions. Tax years subject to examination, for which a tax
return has been filed but the statute of limitations has not elapsed, include 2007, 2008 and 2009
for both federal and state income taxes. An Internal Revenue Service audit of the year ended
September 30, 2008 was recently completed and resulted in no change to the Company’s
income tax filings.

Retirement Plan:

The Company sponsors a defined contribution retirement plan (the “Retirement Plan”) for the
benefit of its employees. Under the terms of the Retirement Plan, the Company may make
discretionary matching contributions and profit-sharing contributions. During the year ended
September 30, 2010, the Company did not make any contributions to the Retirement Plan.

Net Capital Requirements and Customer Protection Requirements:

Pursuant to the Uniform Net Capital Rule (Rule 15¢3-1) under the Securities and Exchange
Act of 1934, UNX is required to maintain net capital as defined, equal to the greater of
$250,000 or 2% of customer aggregate debit balances. As of September 30, 2010, the
Company had net capital of $3,160,550, which was $2,910,550 in excess of its requirement.

The Company claims exemption from SEC Rule 15c3-3, as it does not hold customer
securities or funds on account, as defined.



UNX LLC
Notes to Statement of Financial Condition
As of September 30, 2010

®

®

(10)

an

Net Capital Requirements and Customer Protection Requirements (Continued):

The Company is subject to SEC regulations which restrict the Company’s ability to enter into
transactions that result in a significant reduction in regulatory net capital without prior
notification to or approval from the SEC.

Related Parties:

The Company’s clearing broker-dealer and affiliated firms are also customers of and investors
in the Company. As of September 30, 2010, the Company had the following balances and

transactions with its related parties:

Cash equivalents and accounts receivable from

clearing broker $ 1,162,215
Accounts receivable from broker-dealers $ 15,629
Payables to broker-dealers $ 18,475

Customer Concentrations:

During the year ended September 30, 2010, 5% of the Company’s customers generated 58%
of its total revenues. Accounts receivable from these customers have been collected
subsequent to September 30, 2010.

If one of the major customers of the Company were to terminate its relationship future
revenues could be materially impacted.

Subsequent Event:

The Company evaluated all subsequent event activity through November 24, 2010, the date
the statement of financial condition was available to be issued and concluded, except as
disclosed herein, that no subsequent events have occurred that would require recognition in
the statement of financial condition or disclosures in the notes to the statement of financial
condition.

On October 28, 2010, the Company received a capital contribution of $1,100,000 from its
parent, The UNX Companies LLC.
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Independent Auditors’ Report on Internal Control Required by
SEC 17a-5(g)(1) for a Broker-Dealer Claiming An Exemption From SEC RULE 15¢3-3

To the Board of Directors and Member of
UNX LLC

In planning and performing our audit of the statement of financial condition of UNX LLC (the
“Company”), as of September 30, 2010 in accordance with auditing standards generally accepted in
the United States of America, we considered the Company's internal control over financial
reporting (internal control) as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of the Company's internal control. Accordingly, we do not express an opinion
on the effectiveness of the Company's internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Company including consideration of
control activities for safeguarding securities. This study included tests of such practices and
procedures that we considered relevant to the objectives stated in rule 17a-5(g) in making the
periodic computations of aggregate indebtedness (or aggregate debits) and net capital under rule
17a-3(a)(11) and for determining compliance with the exemptive provisions of rule 15¢3-3.
Because the Company does not carry securities accounts for customers or perform custodial
functions relating to customer securities, we did not review the practices and procedures followed
by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by rule 17a-13

2. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
System

3. Obtaining and maintaining physical possession or control of all fully paid and excess
margin securities of customers as required by Rule 15¢3-3

The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected benefits
and related costs of controls and of the practices and procedures referred to in the preceding
paragraph and to assess whether those practices and procedures can be expected to achieve the
SEC's above-mentioned objectives. Two of the objectives of internal control and the practices and

MARCUMGROUP

MEMBER
MarcumStonefield a Division of Marcum . ® marcumilp.com
2049 Century Park East » Suite 400 = Los Angeles, CA 90067 = Phone 310.453.9400 » Fax 310.453.1187



procedures are to provide management with reasonable but not absolute assurance that assets for
which the Company has responsibility are safeguarded against loss from unauthorized use or
disposition and that transactions are executed in accordance with management's authorization and
recorded properly to permit the preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control and the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them to
future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity's ability to initiate, authorize, record, process,
or report financial data reliably in accordance with accounting principles generally accepted in the
United States of America such that there is more than a remote likelihood that a misstatement of
the entity's financial statements that is more than inconsequential will not be prevented or
detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the entity's internal control.

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be
material weaknesses. We did not identify any deficiencies in internal control and control activities
for safeguarding securities that we consider to be material weaknesses, as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and the practices and
procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company's practices and procedures, as described in the second paragraph of this report, were
adequate at September 30, 2010, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, Financial Industry Regulatory Authority (“FINRA”), and other regulatory agencies that
rely on rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered
brokers and dealers, and is not intended to be and should not be used by anyone other than these
specified parties.

W reun LLP

Los Angeles, California
November 24, 2010
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